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that the continuous fall in national exp Customs ...........6.. 99,344 |— 2,456|National Debt Int., &c..|312161 |+ 7.161 
been taking place since the war has now ceased. On the Excise wiggtcitient 178 \— 71 Sinking Fund ..........| 45,000 ; 
e . . . OtOr DULICS ......00-- eee ee 
other hand, taxation is still exceedingly heavy, and the Estate Gene 59,450 + 3,450 . siete 357,161 |+ 7,161 
‘ a0 : TAMPS 0.6... c cece eee 22,850 . 
the responsible leaders of British industry and commerce have Land Tas, eee tae 1. om Road Fund <span sees os 
BE the support of every individual taxpayer in urging the | Soper tax s.cc../.:.-] 62680 [+ Les0jLand Setsloment | ‘esa [tag 
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Finance will occupy most of the time of the House of 
Commons during the coming session, and we have there- 
1ore collected together in the following pages the chiet 
tacts and figures bearing upon the country’s financiat 
situation. In the main, we have confined ourselves to 
exposition. But a sound policy cannot be built up if we 
always limit ourselves to the hand-to-mouth policy of pro- 
viding only for this year’s bills. We have therefore in- 
cluded a section (page 10), in which we invite our readers 
to look further ahead and consider the finances of the 
country over the mext decade. As it seems probable that 
this may be the first of a series of Churchill Budgets, it 
is particularly appropriate that the Chancellor should this 
year take a longer view than his predecessors have done. 
We have also added a final section containing a few 
figures for other countries. This comparison may serve 
somewhat to brighten an otherwise sombre picture, and 
put in its true perspective the magnitude of Great Britain’s 
remarkable financial effort of recent years. 


THE 1924-25 ACCOUNTS. 


The national accounts for the financial year which closed 
on March 31st last disclosed a surplus of £/3,658,g00, 
revenue amounting to £'799,435,000, and expenditure to 
4£795,776,700. Mr Snowden budgeted last year for a sur- 
Plus of £'4,024,000, estimating revenue at £794,050,000, 
and expenditure at £ 790,026,000. Supplementary esti- 
mates, however, raised the expenditure to £801,896,000, 
and if estimates had been exactly realised, there would 
have been a deficit of £:7,846,000. Expenditure, however, 
Proved to be “46,119,000 less than the final estimates, 
while revenue produced £:5)386,000 more than anticipated, 
So that in spite of the supplementary estimates of expendi- 
ture, Mr Snowden’s estimated surplus has almost. been 
realised. The following table compares the actual figures 
With the final estimates for 1424-25 :— 
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In comparison with one and two years ago, when there 
were surpluses of £48 millions and £101 millions re- 
spectively, this is fairly accurate budgeting. But it will be 
seen that the comparative accuracy on the revenue side is 
rather fortuitous. The continued failure of the excess 
profits duty to support the optimism of the Treasury has 
been more than counterbalanced by the excess of income 
and super-tax, large recetpts from death duties have offset 
the shortcomings of Customs and Excise, while miscel- 
laneous receipts nearly came up to the estimate, the de- 
ficiency on special receipts being reduced by larger revenue 
from ordinary receipts. 

The surplus of £3,659,000, together with the New 
Sinking Fund of £45 millions, has automatically gone to 
the reduction of debt. The accounts do not yet show in 
detail in what way the Sinking Fund has_ been 
used. As regards other debt transactions, and the 
use of the surplus, the accounts show that dur- 
ing the year #£.79,227,000 of debt was repaid, of 
which £32,318,000 represents a_ reduction in the 
floating debt, £40,279,000 a repayment of Ex- 
chequer bonds, and £6,630,000 a repayment of National 
War Bonds. New debt to the extent of £'75,494,000 was 
created, including £.46,303,000 of 3} per cent. Conversion 
Loan, the net result being a reduction of £74,000 in 
the Exchequer balances. These changes are summarised 
in the table below :— 


(000’s omitted.) 
RECEIPTS. £ | EXPENDITURE. £ 
Revenue surplus ........ 3,659) Treasury Bills repaid .... 12,748 


33% Conversion Loan issued 46,303} Exchequer Bonds paid off . 40,279 
4% Treasury Bonds issued. 16,876; National War Bonds paid 
Net sales of Savings Certifs. 2,900) . off .......ccceessececes 
Other Debt created ...... 3,700) Ways and Means Advances 


Other repa ts* eeeeee 5,715 | repaid eeeeeeeseerestve 19,570 
From. Nishoates balances. 74) 


79,227 '. 
* Chiefly Loans to Local Authorities. — 
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2 THE ECONOMIST BUDGET SUPPLEMENT. 





In the next table we compare each year’s results since 
1909-10 :— 





(000's omitted.) 
Deficit. 

£ 
1909-10... .cccccscccces 26,249 
I9LO-11.. 2... eee eeeeee ee 
1911-12........ cccceces . 
1912-13 eeeee eeereeeeereece . 
PRs cceskcanctuads ao 
1914-15... .cccrcccccccce — 333,779 
1915-16......... ceceees — 1,222,391 
SET 6c-ne neeenbeeeuin —1,6241,685 
ss 04040000006040 1,988,986 
Sa Dincs so scachanwne 1,690,280 
Er 326,202 
SUNIEEs bce ncbacheceste ee 
Remus revetosnonarss ee 
Misch tieut scence et alin 
Rd ee 


* Includes sinking fund, 1909-14, about £5 millions; 1920-21 and 

1921 22, £52 millions; 1922-23, £25 millions; 1923-24, £40 millions ; 
1924-25, £45 millions. 
The deficit shown for the first year in the table was the 
result of the rejection of Mr Lloyd George’s Budget by 
the House of Lords, the arrears of revenue being collected 
in the following year. Apart from the actual surpluses, 
the expenditure figures include a good deal of money used 
for repayment of debt. The amounts taken out of revenue 
for sinking funds and depreciation on War Loan in 1920-21 
and 1921-22 were about £52 millions a year, the deprecia- 
tion fund being £40.9 millions in 1920-21, and £38.7 
millions in 1921-22. With the recovery in the market price 
of 5 per cent. War Loan, the amount required fell to 
£11.2 millions in 1922-23. Sir Robert Horne, in making 
a reduction in the income-tax in his Budget for 1922-23, 
took power to suspend the sinking fund allowances, and to 
borrow to meet his obligations on particular stocks, but 
before the accounts were closed, all sinking funds were 
restored. This reduced the surplus of the Budget for 
that year from over £126 millions to £101 millions. 
In 1923-24 there was a payment of £40 millions 
to the new sinking fund of 1923. This was raised 
to £45 millions last year, and will be £50 millions 
in the current year. Of the £40 millions paid in 
1923-24, sinking funds on Victory Bonds, Funding Loan, 
and Conversion Loan, &c., absorbed £ 19,861,000, Fund- 
ing Loan and Victory Bonds transferred for death duties 
47,296,000; £,11,459,000 went to the redemption of 
U.S.A. loans--£4,804,000 under the Funding Agreement, 
and £6,565,c00 under the Pitman Silver Agreement—the 
balance of £1,384,000 being available for general applica- 
tion to debt reduction. 

These figures indicate that since :921 Great Britain 
has repaid £200 millions of debt out of Budget surpluses 
and some 4216 millions out of sinking funds. It is true 
that in the same period ‘‘special’’ receipts, which are 
largely the proceeds of the sale of war stores, amounted 
to £280 millions, but on the other hand the expenditure 
side of the account included some £146 millions of 
special payments arising from the war which may reason- 
ably be set against ‘‘ special ’’ receipts. (Regarding these 
as capital transactions, we have a net balance of nearly 
#300 millions of debt repaid from revenue. 


REVENUE. 
As compared with the year 1923-24 revenue last year at 
4£799,435,600 declined by £37,733.700. The principal 
changes were as follows :— 


(000’s omitted.) 


Increases. Decreases. £ 
Motor Duties ........ + 1,473) Customs.............. —20,614 
Estate Duties ........ + 1,650) Excise .............. —12,842 
ID oc ccnnenunncs +> + 1,280| Land Tax, &. ........ — 1310 
Income-tax .......... + 4,505 | Corporation Profits Tax — 5,240 
a shapes ean + — Miscellaneous— 
SS stows’ cone ck ca + Ordinary .......... — 1,561 
Post Office............ 5 ie Seat — 9, 


In his Budget 12 months ago Mr Snowden anticipated a 
decline in revenue of £42,860,000, of which £34,050,000 
was his allowance for reductions in taxation. Most of 


April ur, 
gas 


the 1est he expected to lose through the decline in 

of war stores, &c., his estimate of special receipts = 
47 millions less than in the previous year. The : s 
tax revenue, as will be seen from the table below seams 
declined by £ 28,358,000, and non-tax revetin > 
£94375)700. 


REVENUE.—(000's omitted). 


| 1913.11 1921-22.| 1922-23 





ey a tea eee | 1923-24 | 1924-25, 
NE orci ccudutensinb acid toons 35.450 130,052 125,04 ‘lel 
Excise.......-..-.... ipeibatbcsuss sneaess 39,590] 194,291] 157,275] 147970 13ev4 
Motor Vehicle Duties .................. ne 11,096} 12,321 idan 
Estate, den Duties ooo. .000o. 2.000: 27.359] $2191] S687 16,164 
Land Tax, House Duty, and Mineral “ 
pists Duty. aa wage 700} 2,590 

QOSARE necccrrreres re teeececcccccee| FAM} SBOAET 
Land Value Duties ...................: 715 
Excess Profits Duties, &. .............+ os 
Corporation Profits Tax ..........se00e: ee 

Total Tax Revenue ............+0.. 163,029 856,713 

Postal Service.............-seeccccceess 21,190} 40,00C 
Telegraph Service.............ssee0.+5 3.080) 
Telephone Service.............ssceeees: 6,530 
Crown DP boi iheesenendegetscéqunes 530 820 
Interest on Sundry Loans .............. 1,580} 13,807 

Ordinary Receipts 

MN Sidi inicvisnedesds 
Special Receipts Cabidereteverbeseses 2,304 { 





"1982431 2esa0! sia! asa Baee 
Details with regard to these various sources of revenye 
are not available for last year, and in some cases for 
1923-24. The following notes, therefore, do not give up- 
to-date information in all respects. But they serve to 
show the chief characteristics of the leading items. 


Customs and Excise.—It is only possible to analyse in 
detail the receipts from Customs and Excise duties down 
to the end of the financial year 1923-24, but it may be of 
interest to compare receipts in that year under the prin- 
cipal heads with those of the two preceding years and of 
1913-14. The figures are the finally corrected returns as 
shown in the Report of the Commissioners of Customs 
and Excise :— 


Customs AND Excise Dutigrs—Net REceEIPts. 


000’s omitted.) 
1913-14. 1921-22. 1922-23. 1923-24. 
£ £ £ £ 
BtstAs vcs cccccccccces 23,975 .. 62,819 .. 53,687 .. 54.037 
Beer. ..ccccctccccsccce 15,605 .. 121,865... 100,035 .. 81,707 
DOR cscccece eSceccees - 6499... 17,582... 11,144.. 10,731 
Sugar .......... cocsee 3,009... 36,760... 38,470 .. 37,127 
Dried fruit..........6. 514 .. 773 .. 816 .. 928 
Tobacco ........ wees 18,284... 55,208 .. 50,831 .. 51,981 
“ McKenna Duties”’ .. aa gl 1,698 .. 2,357 .. 2591 
Entertainments ...... sé enlace: SEES ee 9,603 .. 9,28 
Key Industry duties .. “s 140 .. 334 .. 385 
Depreciatedcurrency do .. .-. oe ee 231 .. 248 


Total (incl. other duties) 75,226 .. 323,355 .. 282,621 .. 268,928 
The substantial decline in receipts from beer is due to the 
granting in Mr Baldwin’s Budget of 1923 of a rebate of 
41 per bulk barrel. The present rate of 80s per barrel 
compares with 7s 9d before the war. The duty on spirits, 
which ranges from 72s 6d to 74s per gallon for Excise 
purposes to 75s 4d to 112s 5d for Customs compares with 
14s od per gallon and 15s 1d to 24s 1d respectively before 
the war. The tea duty, which was reduced by Mr Snowden 
from 8d per lb for foreign and 6d for British to 4d for 
foreign and 34d for British compares with 5d per Ib 
before the war, while the existing sugar duty of 11s 8d 
per cwt, reduced a year ago from 25s 8d, compares with 
is 10d before the war. The tobacco duty of 8s 24d to 
10s 44d per Ib compares with 3s 8d to 7s before the war. 
The entertainments tax, it will be seen, has produced a 
declining revenue, while the Safeguarding of — 
duties have only made a small contribution to the 
Exchequer. ‘ 

The above table shows that far the most pig 
objects of indirect taxation are alcohol and tobacco; the 
yield from alcohol is 3% and that of tobacco nearly 3 mat 
as great as before the war. But it is an important oe 
fact that the alcohol revenue is obtained by enormous” 


e e . n 
increased duties on a much lower EC ae 
the war we were made a sober nation by the "aki 


striction of the production and sale of liquor. ae 
alcohol consumption is undoubtedly kept down largely ® 
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taxation. Here are the figures of consumption of 

some of the chief dutiable articles :— 

(000’s omitted.) 
Tea seceestececeees Ibs 305,490 .. 387,551 .. 396,512 
Sugar vescccceseescWwts 33,626 .. 29404 .. 31,267 
Tobacco .+++++++eeeelbs 133,250 .. 129.222 .. 128,873 
Beer....standard barrels 35,324 .. 20489 .. 21,970 
Spirits ....---+--Gallons 5183 .. 14,755 .. 14,337 


The figures from April, 1923, exclude the consumption 
of the Irish Free State, which represents about 10 per 
sent. of the population of the United Kingdom. 


Motor Vehicle Duties.—The receipts from the taxation 
of motor vehicles on a horse-power rating have steadily 
expanded since 1920-21, as may be seen from the follow- 


ing table :— 
(000’s omitted.) 
£ £ 
se sheanneece. SLED acoagéeuceessese ae 
ccocceee 12,096) 1924-25 .........02000-- 16,164 
écecevsse QR 


1920-21 .... 


Agreement as to a substitute for this tax, which is ad- 
mittedly inequitable, has yet to be reached, and in the 
meantime the [Exchequer receipts for the current year 
should show a further expansion if the estimates of motor 
car output for 1925 prove to be correct. 


Death Duties.—Since pre-war days the rates of the 
death duties have been considerably increased. Up to 
£5,000 the estate duty remains as before at 3 per cent. 
But thereafter the increase over the pre-war rate, begins, 
and rises steeply to 15 per cent. (against 10 per cent.) on 
estates of £110,000 to £130,0c0, and to a maximum of 
go per cent. (against 15 per cent.) on estates over 
£2,000,000. Total receipts from death duties rose from 
£27.4 millions in 1913-14 to £52.2 millions in 1921-22, 
£56.9 millions in 1922-23, 457-8 millions in 1923-24, and 
459.5 millions in 1924-25. The latest report of the Com- 
missioners of Inland Revenue gives an analysis of the 
capital value of the estates assessed in 1922-23. The net 
capital value assessed in that year was £/431 millions, as 
against £402 millions in 1921-22 and £282 millions in 
igi3-14. The figures are analysed in the following table :-— 

Gross VALUR of EstaTEs in 1922-3 in Great Briratn. 
(Million £.) 
































up to | 300 | 19000 {109000 over | sora 
| £1,00°, 1000000. *°** 
| 10,000. | 100,000. 1,000,000: | 
British Government securities ) | , P aaa 4 le Raed yee 649 
pitted since 1914. ooo | 39 | 157 | 233 | 159 611| gSry, 
ther Government and Muni- } ‘ ce | 336 
cipal securities ............ p | 9 79 160 | 69 19 | (71%) 
Joint-stock shares, stocks, &c...;  2°3 229 | 605 3443 | 137 ; 
(28°3 %) 
DR iter aE | 63 17 99 44) bl 33°4 
(71 %) 
Mortgages, bonds, &c. .......... | 26 113 144 66 | 7 346 
j (73%) 
Trade assets..........cc0005 of 3% 58 7 | 44 | 3 | es” 
3 (41%) 
Insurance policies............. | 28 49 46 18 | 3 14-4 
alles Aeadealy ind saat iveank A 
Household goods .............. 23 | 39 | 46 3 } 14 14:2 
| j | (3°0 %) 
I idcecidd ccstil edits } @] ] mm] ne | 30] me 
: | (6:1 %) 
House and business premises . 7 o4 62 25 66 #37 ead” 
| 45 
Ground rents ..;........eee00e- 1 | 6 | 18) 23 | 28 " ie 
16 
Mines, minerals, &c. .......... iets 1 | 4 | 9; 28 | 2° , 
| | i | (9%) 
Other personalty...........00..- | oat) 350 40) 16 | 19 | dat 
| (26%) 
WO docs ees BEG cen <j § | 19 14 | 2 52 
ti (‘7 %) 
WHE bc. os sk iste onehtical 31 | 194 | 1794 | 1003 | 394 | 4726— 


The number of estates represented by the preceding valua- 
tion was 64,164 up to £1,000, 28,893 up to £10,000, 
5.482 between £10,000 and £100,000, 348 between 
£100,000 and £1,000,000, and 15 over £1,000,000. 
The het amount of estate duty paid by these five classes 
respectively was £391,000, £.3.6 millions, £514.4 millions, 
£18 millions and #:12.2 millions. 


ae Duties.—The full details of the stamp duties 
folected in 1924-25, which amounted to £22.9 millions, 
are not yet available, but we give below the figures of 
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the three preceding years, together with those for 1913-14, 
showing the main sources from which the receipts were 
obtained :— 





1913-14. 1921-22. | 1922-23. | 1923-24. 


mmm a ee 





£ £ £ £ 
Land and Property .... 1,878,900 4,180,100, 4,111,400: 111.116.400 
Stocks, Shares, &c. .... 3,124,700 4,525,000 7,174,500/**""* 
Company Duty ........  _ 637,500 2,141,500) 1,855,500' 2,294,100 
Cheques and Bills...... 2,322,000 4,286,400 4,472,100 4,590,600 
PO ncvascdciececs 668,700 2,239,800 2,766,800 2,118,500 
__Total (incl. misc.) ...._ 9,648,200 18,991,000 21,851,300 21,578,800 


Cheque stamps produced £#3,020,400 in 1923-24, as 
against £2,850,000 in 1922-23, £2,724,700 in 1921-22, 
and 4,1,148,900 in 1913-14. 


Income-tax.—Income-tax receipts in 1924-25 exceeded 
the Budget estimate by £8.8 millions, and super-tax 
receipts by £1.6 millions, these differences being small 
in view of the size of the figures. The table below shows 
the amounts collected in income-tax from 1913-14 onwards, 
together with the normal rates for each year :— 


Normal 
Net Rate of Tax 

Estimate. Receipt. in the £ 
Million £ Million £ s d 
1913-14........ Khihwe ti SE eskh, SE Siew ck: 2 
Ree istcnsecses s se BO enon = EE epee 125 8 
SEHR ss been eneeses COME asec! B® cuca, 30 
SPAS oc vctvocsecceca®: BIRO cece ee. wn 3 8 
WORTHING i ccc cicces cs - SO * .cée SR se (8 0 
IBIBO. . ccvcisvecces B00 U 04b0 (SOT ccs 6:9 
MOBO cc vst evcccwees SIO occas, GEM aeses 6:0 
ii 8 | eee. ae. eee ee 
TEU cc ccccceesss (Oe aces: GEE esses -8°S9 
MO a ic io Se Fei 2769 .... 3448 .... 5 0 
MOB 6 is dines ciisioo'e 2610.10 BRS ius 4: 6 
PEs winicaneses xo 2650 ...0 Sis’ ..... 4-6 


The report of the Commissioners of Inland Revenue for 
the year 1922-23 gives the gross income assessable in 
1922-23 as £2,900 millions, on which there were exemp- 
tions of £600 millions, leaving an ‘‘ actual ’’ income of 
£2,300 millions. Comparative figures in this connection 
are contained in the following table :— 

TABLE SHOWING ASSESSABLE INCOME YIELDS, &c. 


1913-14 1920-21. 1922-23. 
Gross income in million £.. £1,167 .. £3,477 .. £2,900 
Exemption limit ........ se £160 .. £135 for single, £225 for 
married persons. 
No. of individuals with in- 
comes over the exemption 
MOM vain dee es evaveeee 1,200,000 .. 6,150,000 .. 4,750,000 
No. chargeable ..... «seeeee 1,130,000 .. 3,000,000 .. 2,515,000 
Exemptions of income not 
taxable, deductions for re- 
pairs, expenses, «&c., in 
een Be. cdveccsicces £216 .. £815 .. £600 
Actual income in million £... £951 .. £2,661 .. £2,300 
Abatements, relief for 
children, insurance pre- 
miums, &c., in million £.. £159 .. £1,304 .. £980 
Taxable income in million £ £792 .. £1,357 .. £1,320 
Net produce, million £ .... 433 .. 3533 .. 289 
Rate of tax.......ee+eseees 1/2 .. Gf. 5/ 
Yield per penny (million £). Sl. 49 .. 48 
Effective yields, per £...... 1098d .. 3185d .. 29-774 


A rough idea of the sources from which taxable income is 

drawn is afforded by the following analysis of the various 

schedules. The figures analyse the ‘‘ actual ’’ income as 

given above :— 6 
Anazysis of ‘ AcruaL”’ Income in 1922-23. 


Income from— £ 

Schedule A.— Ownership of iand, houses, &c.......+++- 188,000,000 
i B.—Profit from occupation of land, &e. 

(farmer’ profits if not assessed under D) 28,000,000 
C.—Income from British Colonial and Foreign 

Government securities...........++. ee 96,000,000 
D.—Profits from businesses, professions, em- 

ployments, and weekly wage earners .. 288,000,000 

CURE cevevesctiseuederss ebdens tae 1,100,000,000 
E.—Salaries of Government, corporation, and 

public company officials ...........- a 600,000,000 

2,300,000,000 

Super-tax.—Super-tax in 1924-25 produced 


£,62,680,000, or £2,010,000 more than in 1923-24 and 
#:1,680,000 more than the estimate. Before the 
war super-tax started with incomes over £5,000 
per annum, but by successive changes this limit 
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has been reduced to £2,000, and whereas the 
initial charge on the first £500 over £3,000 was 
6d in the 4, the initial charge on the first £500 over 
42,000 is now 1s 6d. The rate now rises to 6s in the £ 
on incomes over £30,000, whereas in 1913-14 the 6d flat 
rate ran all through. The effective rate of income and 
super-tax in 1922-23 ranged from 3s 11d in the £ on an 
income of £2,000, all of which was earned, to 10s 8d on 
an income of £150,000. The number of persons assessed 
to super-tax and the amount collected since 1913-14 are us 








































follows :— 
Limit. 
£ * Number. Million &£. 

1913-14 eeesece eeeee 5,000 esece 13,937 eres 33 
1914-15 ........0c0- 3,000 .... 29,996 .... 101 
915-16 ..... ss eee 3,000 29,299 .... 168 
1916-17 ...... coveee 3,000 .... 351,985 .... 191 
1917-18 .........- -» 3,000 .... 35,564 .... 23:3 
1918-19 ......... eee 2,500 .... 47,869 .... 356 
1919 20 eveersevesese 2,500 oreo 54,475 eee 42-4 

eeoeseeneesece 2,000 eeee 77,000 eevee 55:7 
1921-22 eeeereeceersere 2,000 eese 90,000 eee 61:4 
1 eeeeseoeceees 2,000 ecco 85,000 64:2 
1923-24 eervece eeseee 2,000 erce 89,000 eevee 60°6 
1924-25 eeesece eocse 2,000 eros ee eoese 62:7 


Excess Profits Duty.—The operation of the Excess 
Profits Duty was terminated by the Finance Act of 1921 
—a year too late according to some authorities. In 1922- 
23 it produced £2 millions, in 1923-24 it was a drain 
upon the Exchequer owing to an excess of repayments 
over receipts. The estimate of receipts for 1923-24 
was 412 millions, and for 1924-25 £8 millions, but in 
the former year nothing was credited to revenue, 
and last year only £700,000. The total net 
receipts by the Treasury from the duty (including 
munitions levy, which ceased on December 31, 1916) 
since 1915-16 were £1,188 millions. According to the 
Finance Accounts there were net repayments under the 
two duties in 1923-24 of £1,867,500. Gross receipts, re- 
payments and allowances, and Exchequer receipts from 
























i the two duties in the years named were as follows :— 
Gross Repayments Exchequer 
| oe and renner a 
iH 1918-19...... 331,139,000 .... 46,111,000 .... 285,028,000 
a6 1919-20...... 365,606,000 .... 75,661,000 .... 290,045,000 
t 1920-21...... 301,127,000 .... 946,000 .. 219.181,000 
é 1921-22 eserves 211,643,000 eee 181, 191,000 eese 30,452,000 
f 1922-23...... 129,670,000 . 129,666, A 000 

1923-24...... ,529, 25,397,000 .... nil 


Pas oO oS oo i avers ere Oak ee a 
; ents . v een’ cae ata Cre ee a 
A etc BARBS scape sty tana Sea oen net . 


The latest report of the Commissioners of Inland Revenue 
states that the arrears of Excess Profits Duty and Muni- 
tions Levy outstanding on March 31, 1923, were 
211,350,000, but it is added that the amount of duty 
ultimately to be received by the Exchequer ‘‘ will probably 
fall far short ” of this figure. 


by the Finance Act of 1920, was abolished by Mr Snowden 
last year, though the final effect of this has not been felt 
until the current year. 


millions in 1924-25, and actually yielded £18.1 millions. 


on profits accruing on and after January 1, 1920, but pro- 
vision was made for excluding the first £500 of annual 
profit from the charge, and for a limitation of the total 


debenture or preference capital, &c. In 1923 Mr Baldwin 
profits arising after June 30, 1923. 
in 1922-23 was £22} millions on taxable profits of £4584 
millions. In his Budget speech a year ago Mr Snowden 


of £2 millions in 1924-25 and of £124 millions in a full 
year. 


estimate by £2} millions, 
at £27 millions fell 
former include the profit 


while special 
short by £3. millions. 
on the issue of currency notes. 


any excess of reserve beyond the proportion of 5 per cent. 
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Corporation Profits Tax.—This tax, which was imposed 


It was estimated to produce £20 


Until 1923 the tax was charged at the rate of 1s in the £ 


duty payable to 2s in the £ on the profit remaining after 
payment of any interest and dividends at a fixed rate on any 





reduced the rate from 1s to 6d in the £ in respect of 
The amount payable 


estimated that the abolition of the tax would mean a loss 










+ Other Revenue.—Under the heading of miscellaneous 
+ revenue, ordinary receipts at £14} millions exceeded the 


receipts 
The 


It consists of the surplus transferred from the Cur- 
rency Notes Investment Reserve Account, in excess of 





April 1;, 
igas. 
on securities. In 1923-24 this amounted to 

The transaction is, however, only a transfer fr 

Government pocket to another—for the nae One 
reserve on which the profit is earned are noth; IN the 
than ‘‘ Government debt.’’ On this the Govermmen se 
interest to the account, and if this interest js more en 
expenses, the account pays the profit back again, and . 
Treasury calls it a miscellaneous receipt. ’ _ - 
interest from the invested funds of the Post — 
and Trustee Savings Banks are also included. Th ‘ 
amounted a year ago to £1,339,100 and £327,000 resp 
tively. Other items are receipts by departments a 
than those appropriated in aid of votes, sav . 






46,440,000, 
















































































































ings ; 
of Parliament, and over-issues repaid, and fee aa a ~ 
stamps. Special receipts, which show a decline of taxe 
#10 millions, as compared with the previous year, consiy the 
mostly of receipts from sales of war property, and from ciall 
trading undertakings. In 1923-24, out of a total of £363 ME evel 
millions under this heading, £22} millicns was from thy nect 
Disposals end Liquidation Commission, £4} millions fron A 
the Shipping Liquidation Commission, £1} millions from for 
the repayment of loans, £2 millions paid by Rhodesia, wot 
Government on the settlement of the transfer from th revi 
British South Africa Company, £2 millions from the nat 
Board of Trade, under various headings, and £2 million; wh 
for salved gold from the s.s. ‘‘ Laurentic.’’ Re 
DIRECT AND INDIRECT TAXATION. . 
There is no general agreement as to what is direct ang tak 
what is indirect taxation. Custom and Excise duties the 
which are generally passed on to the consumer by the the 
actual payee, are clearly in the latter class, and incom th 
and super-taxes and death duties in the former. If we so 
assume that ‘‘ stamps,’’ &c.’’ are also indirect, and all M 
other groups are direct, the proportion between the two i 
classes shows the following changes :— M 
Direct Taxation. Indirect Taxation. ' 
InMin. 4% of Min. %ot ta 
& Total. £ Total. In 
1903-4 ....ceeeeee. 69 485 .. 73 .. 515 tt 
1913-14 .......00 «678 (479 «85. CSD a 
1921-22 ..... ecccces 513 59°9 344 40-1 
1922-23 **.......... 472 .. 609 .. 3022 .. 3H . 
1923-24 ........ woe” aD 59-7 289 40:3 h 
1924-25 ..... oscecee 4355 62:7 .. 257 373 
Thus direct taxation has risen from less than half to about t 
60 per cent. of our tax revenue. In this connection, how- t 
ever, two points have to be borne in mind: the first is ‘ 
that the income-tax exemption limit, which was £16 b 
before the war, has not been raised in proportion to the 
rise in average incomes. The income-tax net, therefore, 
catches a larger proportion of the population than before 





the war. The second is that some 4o per cent. of the 
revenue collected by the Government goes back to British 
holders of war debt in the form of interest. The indiv: 
duals holding this debt in the main belong to the income- 
tax paying classes. Both these considerations may be 
held to justify an increase in the proportion of revenue 
raised by direct taxation. 





























Recent Tax Remissions.—It is hard to assess the 
present effect of tax remissions of recent years. But their 
magnitude may be roughly appreciated from the fact that 
in the last three budgets remissions of direct taxation were 
expected to cost £109 millions in a full year, and those 
of indirect taxation 4,54 millions. 
















REVENUE PROSPECTS. 


The estimated revenue for the coming year is the Chan- 
cellor’s secret, only to be revealed on Budget day. But 
many of the considerations which he must take it 
account are known and their general trend appreciates 
In the first place, the remissions of taxation which ~ 
Snowden made last year have not yet taken full effect. : " 
a full year he anticipated a loss of £14 millions more = 
in 1924-5. This is chiefly in respect of corporation pro 4 
duty, which will now entirely disappear. In the — 
place, ‘‘ special’’ receipts will continue to fall as a 
poned payments in respect of war stores are comp “ of 
The Chancellor will be fortunate if he escapes with a loss 
no more than £10 millions under this head. ial 

What has he to set against this loss of £24 rane 
revenue? The most important items in this connec 
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are Customs and Excise, on the one hand, and income and 
super tax on the other. The latter—assuming an un- 
changed rate of tax—should show a fair increase in yield, 
owing to the fact that 1921—the ,worst slump year—will 
no longer figure in the three years’ average on which busi- 
ness profits are assessed. All indications point to the fact 
that in 1924 the national production was 2 to 3 per cent. 
better than in 1923, and the analyses of companies’ 
balance-sheets which are made in the Economist from time 
to time show a considerably greater improvement than 
this. On the other hand, our chief sources of indirect 
taxation may also be expected to show a steady expansion, 
not because of the state of trade, but as a result of a steady 
and normal increase of consumption. In the main, these 
taxes are upon articles of general and regular use, and 
the consumption does not show very great variations, espe- 
cially since the Unemployment Insurance system enables 
every working-class household to provide itself with the 
necessaries of life. 

As we show later, however, Mr Churchill has to provide 
for some £6 millions more than was spent last year. It 
would be very optimistic budgeting to expect that the 
revenue will grow by £30 millions by the process of 
natural expansion. There is, however, one item from 
which he may get a windfall. For years past the Inland 
Revenue have been optimistic that in the end they would 
get substantial arrears of E.P.D., and the fact that 
receipts this year slightly exceeded repayments may be 
taken to mean that Somerset House has now worked off 
the heaviest of the claims against the Government, and 
that in the coming year the accounts settled in favour of 
the Government will begin to yield appreciable sums. If 
so, this will help Mr Churchill to turn an awkward corner. 
Motor licences and stamps are also likely to bring a little 
increase in revenue. We have, therefore, little doubt of 
Mr Churchill’s ability to show a balanced Budget. But it 
is unlikely that there will be any margin for the relief of 
taxation. Some relief might, however, be made by abolish- 
ing the three years’ average for assessing income-tax, for 
that would have the effect of basing assessments on the 
relatively high profits of 1924. If this were done and the 
standard rate reduced to 4s in the £, the Treasury might 
hope to get the same amount of money on the lower basis. 


Debts and Reparations.—Our readers will note that in 
this statement we have made no allowance for any Repara- 
tion receipts or repayments from our former Allies. This 
is not merely because we doubt whether they will mature, 
but because in our view, even if such payments are re- 
ceived, they should be regarded as windfalls rather than as 
regular items of revenue, and should be entirely used for 
repayment of debt, large amounts of which were incurred 
in order to finance our Allies. In any case, such payments 
cannot be regarded as a permanency. If we put them 
into the budget (as the Treasury has already done in a 
small way), and get into the way of using them for current 
expenses, it will be much harder to forego them if at any 
time in the future it becomes desirable to surrender them 
as part of a general and more complete settlement than is 
yet in sight. 

THE BURDEN OF TAXATION. 


Before leaving revenue and taxation, it remains to point 


out that the slow recovery in trade and production in recent 
years, together with actual tax remissions have, in fact, 
substantially relieved the burden of taxation. This can best 
be shown by comparing taxation with the nation’s total 
income. The latter is by no means easy to estimate 
in the absence of any recent census of production, but 
an approximate result can be arrived at from pre-war 
figures by taking certain ‘‘ indicators ’’ of the volume of 
the nation’s production, and allowing for such factors as 
the increase in prices since the war, and adding the annual 
interest distributed on the internal national debt, which, 
though not ‘‘ income ’’ in the economic sense, is neverthe- 
less assessable for taxation purposes. The results of such 
calculation have previously been published in the 
Economist. Adding an estimate for 1924, and comparing 
with these calculations the amount of taxation raised, we 
get the following results ;— 
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. | Ratio of Tax 
Year. |A — a Tax Revenue. Revenue to 
“a | National Income. 

Million’ £. | Million £. | % 
1913 .. 2,300 163 71 
1920 ...... 5,600 1,032 18-4 
CC 3,900 857 | 22:0 
1922.2... 3,500 775 22-2 
1923 .... 3,800 718 18:8 

eee 3,900 to4,000 | 690 | 172to1?7 


The taxpayer’s burden, although considerably heavier 
than before the war, is obviously much less onerous than 
was the case two or three years ago, when the national 
income had fallen precipitately as a result of trade de- 
pression, while taxation was declining much less rapidly. 


Local Rates.—Government taxes are not, however, the 
whole of the burden laid upon the community. In addition, 
the nation has to find some £160 millions of local rates, 
a figure which shows the following increase since before 
the war :— 

Loca Rates in Great Britain. 
(In Million £.) 
E. and W. Scotland. Gt. Britain. 

915-14 .occeeees. TUS cae TT cece 79°0 

1921-22 .......... 1730 .... 190 .... 1920 

1922-23 ....-.-.-. 1590 .... 175 .... 1765 

1923-24 ...eseeeee 1440 .... 176 .... 1616 
In return for a considerable part of these sums the rate- 
payer receives direct service in the form of light, drainage, 
roads, &c., roughly, in proportion to the amount he pays. 
But about 60 per cent. represents a true tax levied for relief 
of the poor, education, asylums, &c. The total charge for 
rates represented rather less than 4 per cent. of the 
national income before the war—about one-half of this 
being ‘‘ onerous.’’ In 1923-24 the rates represented about 
44 per cent. of the national income. They have, however, 
undoubtedly shown a further fall in the past year, and are 
probably not more than 4 per cent. of our national income 
at the present time. 


EXPENDITURE. 

The Departmental estimates of expenditure for the 
year 1925-26 show an increase of £2 millions as com- 
pared with the original estimates of 1924-25, and a 
reduction of over £9 millions, if supplementary estimates 
for the past year are added. As compared with the 
actual expenditure of last year, they show an increase of 
45% millions. In 1924-25 the expenditure on the fighting 
services was £,114,700,000, as against an estimate of 
#115,563,000—a decrease of nearly a million. For the 
current year the estimate is £120,513,000, or £6 millions 
more than last year’s expenditure, and £5 millions more 
than last year’s estimates, the latter increase being 
mainly due to the Navy Vote. The Civil Service 
Estimates show a decline of over £16 millions on last 
year’s total estimates, but they are only £3} millions 
below last year’s actual expenditure. Details follow :— 


ExPENDITURE.—(000's omitted.) 






Total Issues in Year. 
1913-14 | 1921-22.) 1922-23.) 1923-24.) 1924-25 | 1925-26. 








Civil Services— 
1, Public Buildings .......... 
2. Civil D ents ........ 
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The increase of £5 millions in the service of the National 
Debt is due to the increase from £45 to £50 millions 
in the new sinking fund. 


Fighting Services.—The Army Estimates show a de- 
crease of £500,000, mainly due to reduction in what is 
called terminal charges. Owing to depletion of surplus 
war stocks and the rise of prices, increased provision has 
to be made for material, but this increase has been 
balanced by savings on administrative services. As com- 
pared with the amount spent in 1913-14, the Army Esti- 
mates for the current year show an_ increase of 
£:16,154,000, or 57 per cent., the personnel showing a 
decrease of nearly 87,000, or 35 per cent. The Navy 
Estimates show an increase of £ 4,700,000, of which 
_£1,500,000 is due to increases in wages and prices and 
reductions in the quantities of surplus war stores avail- 
able for use without replacement, and in the expected 
receipts from Appropriations-in-Aid. The estimates in- 
clude no provision for the commencement of any new 
construction. A sum of £1,320,000 is included for the 
first time on account of the Fleet Air Arm. The Navy 
' Estimates show an increase of £11,667,000, or 24 per 
cent., in comparison with 1913-14. It has to be borne 
in mind, however, that the pre-war figure included large 
amounts on account of new construction. The non- 
effective services, mostly consisting of pensions and 


gratuities, have increased from £2,976,900_ to 
£,8,130,800. In the Army Estimates the increase in the 


comparable item is from £3,939,000 to £7,819,000. 
The annual fluctuations in the personnel of the three 
branches since 1913 have been as follows :— 


Army. Navy. Air Force. 
1913 .....2eeee00+. 247,250 .. 142960 .... 
1914 ....ceeseece08 1,327,372" .. 199,451 .. .. 
1915 .....2eeeeeee4 2,475,764" .. 297,008 ..  .. 
1916 .......00-2-. 3,543,797* .. 349,578 ..  .. 
U917 ....eeee00+--- 35,883,017" .. 406,977 ..  .. 
WGUB... ..cccccccees 3,838,265* .. 381311 ..  .. 
1919 ........00++++ 1,064,743" .. 176,087 ..  .. 
WSRD .. ccccccccvcee 434,725" .. 124,009 .. .. 
1921 ...ceceeeeee +» 296,948 .. 127,180 .. 40,880 
1922 ...... eosceese 217,477 .. 107,782 .. 31,176 
1923 .......00-++-4- 170,800 .. 99,107 .. 33000 
1924 ........ eseess 161,600 .. 100,787 .. 35,000 
1925... cccccseses 160,600 .. 103,025 .. 36,000 


* Includes Territorial Force. 
Both the Navy and Air Force, it will be seen, have in- 
creased their numbers in the past two years. 

The Air Estimates show a net increase of £652,000, 
but if allowance is made for the inclusion in the Navy 
Estimates of the Fleet Air Arm, the effective net increase 
is £1,972,000. There is a decrease of £/592,000 in the 
expenditure on air and auxiliary services in the Middle 
East, which affects the gross and not the net total. 


Civil Services.—The reduction in the Civil Service 
Estimates of £16 millions, when examined in detail, is 
found to be due, not to a renewed effort at economy in 
these departments, but to certain automatic reductions. 
The latter are shown in the table below :— 








ESTIMATES. 
1924-25. | 1925-26. | Decrease. 

: £ £ £ 
War.Pensions ............ «+. ++(69,043,800 166,026,000 _— 3,017,800 
Middle Eastern Services eeereees 5,719,000 4,770,000 ies 949,000 
Unemployment Grants and Relief) 3,130,000 | 2,296,000 |— 834,000 
Compensation (Ireland). ak oak -++-| 3,388,500 440,600 |\— 2,947,900 
Railway Agreements Liquidation..| 498,500 99,600 |— 398,900 
Coal Mines Deficiency .......... 500,000 i — 500,000 
Compensation for Damage by 

Enemy Action ........ eseeeeee| 1,300,000 oe — 1,300,000 
Northern Ireland Grants ........} 1,250,000 of — 1,250,000 
Civil Pay (Arrears) .............. 2,895,000 — 2,895,000 


These reductions account for over £14 millions, the 
balance being accounted for by the Education vote, which 
is down by £808,600; the Ministry of Labour, which is 
£620,000 lower; and Oversea settlement, the vote for 
which has been reduced by nearly £400,000. The Ad- 
ministration Services show an increase of £478,400, 
which is more than accounted for by the Ministry of 
yg and Fisheries vote, the increase in which is 
554,200. This is largely due to an increase from 
£516,500 to £.1,000,000 in the Beet Sugar Subsidy. As 
compared with 1913-14, the total Civil Service Estimates 
an increase of 313 per cent. For a true comparison, 
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war pensions and other items, includj : : 

¥ e = ner ’ luding Certain of the 
unclassified services,’’ would have 


to be deducted. 


Details for some individual departments follow «_ 
(000’s omitted.) 
Estimate, 
—. 1925-06 Increase 

SUEY 055s b os0 da snnesccreccbcaes 104 .. 
MUN ocntnscesay sce cennsas- oe + 
Foreign Office..............cceeeees 68 .. 8193 .. cia 
MNMNS Sietiad ces tcccks cvs 8s Ws, coe 
India Office..........cs005 iG aa cies TE Rett o, 
Board of Trade ......... Sian Kasabian i iar 
Department of Overseas Trade ...... es 7m 
Board of Agriculture and Fisheries.. 306 .. 2849 °° 828: 
Board of Control ...ccceeescceeeess Pao eR Ss ; 
Stationery Office @eeeeerresreesesene 1,077 ee 1,564 2 + 452 
Law and Justice (excluding Police) .. 4,382 {ans 2l¢ 
Diplomatic and Consular (excluding 

UNE soda ckcidoccccescscss 1,523 .. 2897 .. 4 93 


Education.—-The Geddes Committee estimated that the 
total expenditure on education in Great Britain should be 
something in excess of £103 millions, of which £60! 
millions would come from the central authority, and the 
balance from the local authorities. The table which {ol 
lows shows the magnitude of the State’s contribution 
under various heads, in the pre-war year, and in 1922-23 
and 1923-24, with the corresponding estimates in respect 
of 1924-25 and 1925-26 :— 

(000’s omitted.) 





See poeees WEREEEN was 
1913-14/1922-23 1923-24) 1924-2511995.05 
Actual.) Actual. Actual. /Estimt,/Eatimt 








England and Wales— | | | 
Elementary education .... | 11,597 | 32,686 | 32,283 | 32,564 | 31,309 
Higher educatiou ........| 2,015 | 6,988 | 6,519 6,969 6,698 




















Do (ex-officers and men) oe 933 276 | 68 | 8 
Teachers’ pensions ......| 176 | 2,100 | 2,946 3,467 | 3,904 
Aid to students .........., 75} 185] 153) 161) 17 
Museums, &c. ......+++ «+ 162, 178 182 | 208/| 205 
Administration &inspection| 439 1777 766 | 807| 815 


Of the main items, the cost to the State of elementary 
education shows a decrease of over a million this year, 
after being more or less stationary in the previous three 
years, while that of higher education remains fairly steady, 
apart trom the special facilities provided to ex-Service 
men, the cost of which has now shrunk to very small 
dimensions. The chief increase from year to year comes 
under the heading ‘‘ Teachers’ Pensions,’’ the estimated 
expenditure in 1925-26 being 186 per cent. of the 1922-2} 
figure. 

Grants by the Board of Education to Local Education 
Authorities in respect of elementary education are based 
on the following calculation in each area :—36s per head of 
average attendance; 60 per cent. of teachers’ salaries, 
and 50 per cent. of expenditure on special services and 
maintenance allowances ; 20 per cent. of other expenditure 
—all less an amount equivalent to a rate of 7d in the 4. 
Wherever the grant so calculated falls below 50 per cent. 
of the recognised expenditure, the regulations provide for 
its being brought up to that proportion. The following 
table shows the total expenditure of Local [Education 
Authorities on (a) Elementary, (b) Higher Education, ' 
recent years :— 

(000's omitted.) 








1921-22 1922-23, 1923-24. 1924-25. 1925-26 


————— 


Actual. | Actual. | Estimate. Estimate. 





os 


Elementary educa-| Actual. 








cation ........| 60,695 | 58,424 | 56,730 | 58,250 | om 
Higher education ..} 12,451 | 11,739 | 10,846, 11,726 Il, 
Total ........| 73,146! 70,163 | 67,576 | 69,976 | 68,750 


The cost of elementary education—the chief item i both 
central and local expenditure totals—depends on (a) the 
number of children to be educated, and (b) the cost per 
head. The latter amounted to £11 148 5d in_ 1921-22; 
£411 7s 6d in 1922-23, and was estimated at Zit 8s 9 
for 1923-24. The former shows a reduction, which 1s 
likely to continue (although the 1925-26 estimates allow for 
a slight temporary increase), the figures of average atten 


ance being :— 
1921-22. 1924 (Sexe 30). 


5,182,116 


1922-23. 
eoee 5,134,425... 


1923-24. 
5,024,844 
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The fall is due to the low birth-rate of recent years. 
Taking 5-year periods, the births amount to : 1908-12, 
4,505,000 + 1913-17, 4,029,000; 1915-22, 3,942,000. In 
,q26 the children born in 1912 will be leaving school, while 
ihose born in 1921 will be coming in. 


Housing.—Far the largest item of expenditure in the 
vote of the Ministry of Health is the subsidy paid in one 
form or another for building small houses. I he accounts 
are not very easy to disentangle. The subsidies to local 
authorities have been made in various ways in different 
vears; for some time there was a direct subsidy to private 
house-builders, and in certain years the Government 
yought building materials and received much of the money 
hack in later years. This makes the accounts somewhat 
complicated. It appears, however, that the following 
represents the net cost to the Exchequer on the Ministry 
of Health vote and the Scottish Board of Health in 
recent years :— 


£ 
1990 BL vecccccscecccsccccccs>covseesveess 6007000 


UE. chai Sawa eh 6 Wi aa Ci a dews eae 8,974,000 
WES 6 cc dd wwe nceine ccanyaneceaces sevecie 8,494,000 
DE cetuwa dined ts OVngvouscsnanes ome snes 8,212,0C0 
1924-25 (estimate) ..........cc ce eeeeeeenes 9,048,000 
1925-26 (estimate) ...........cceeeeeeeeees 8,879,000 


The appearance of a reduction in the current year is not, 
unfortunately, a sign that this charge will fall. On the 
contrary, it will steadily rise as more houses are built, 
which will be entitled to an annual subsidy. The figures 
of five years ago were swollen by the payment out of 
revenue of lump sum subsidiaries to private builders. 
Those of to-day take the more insidious form of an annual 
and growing charge. 


Pensions.—Though the burden of war pensions con- 
tinues to decrease with the steady march of time, the 
actual amount of the annual saving under this head is 
rather less at present than some years ago. The follow- 
ing table shows the total expenditure of the Ministry of 
Pensions in 1920-21 (the year of maximum outlay), 1922-23 
and subsequent years :— 

Million £. 


EEE da hosSuyeescccceevereepieresdcassepees 106°6 
1922-23 ......000. cecccccevcccsccce Coeccccere - 807 
1923-24 ......4. wee e ee cccerccecsceserces esccce 788 
1924-25*.... ceeccee ecccescccces eaeces ceoee 69:0 
BEE. oo cecennccosnccecccccocce seesecee 660 


* Estimates, including, for 1924-25, supplementaries. 

rhe figures bear out, so far, the assumption made in an 
earlier issue of the Economist that a regular annual de- 
cline of at least 42,500,000 in the pensions bill can now 
be looked for. In 1923-24, the latest financial year for 
which a complete Ministry of Pensions report is available, 
the amount actually paid to pensioners of all ranks (includ- 
ing the cost of treatment where necessary) was 
4£,08,280,000, as against £.75,647,879 in the previous year, 
and represented 944 per cent. of the total expenses of the 
Ministry, salaries, &c., of the establishment accounting for 
the remaining 54 per cent. From the outbreak of war 
to March 31, 1924, compensation has been paid to an 
aggregate of 4,525,000 persons, the largest number under 
benefit at any time being 3,500,000. The number cur- 
rently in receipt of compensation fell from 2,500,000 on 
April 1, 1923, to 2,215,000 on March 31, 1924. 


Unemployment Insurance.—-The National Insurance Act 
of 1911 provided insurance against unemployment in cer- 
‘ain selected industries. It was followed by the Act of 
1916, which increased the numbers of persons insured, 
and in 1920, by an Act of general scope, which applied 
‘ompulsory insurance, on a contributory basis, to about 
‘1,300,000 persons. Subsequent amending Acts modified 
the conditions of receipt of benefit, increased contribu- 
‘ons, provided benefit in respect of dependents, and 
‘uthorised the Treasury to make advances out of the Con- 
‘olidated Fund up to limit of £,30,000,c00. Between 
'913 and the Armistice about £1,400,000 was paid in 
unemployment benefit, but from the Armistice to March 1, 
ae the total reached the formidable figure of 
ane the heaviest year being 1921, when the 
the - 458,546,362 was distributed. At the present time 

average weekly payment amounts to about £/950,000. 
© term “dole ’” is a misnomer as applied’ to unemploy- 





ment benefit. Towards the sum paid cut between the 
Armistice and March 1, 1924, employers contributed 
£:54,000,000, employed £/49,500,000, and the Exchequer 
£:35,000,000. From 1913 to 1920 annual receipts from 
contributions, &c., regulariy exceeded annual payments, 
and the accumulated fund reached its maximum, 
£:22,200,000, in November, 1920. Subsequent develop- 
ments are shown below :— 

Excess of Receipts 


Million £'s). (+) or Payments 
Period.* Receipts. Payments. (—) 
oe) ee ore 36 cceeee 
DORIS was cddnccice SB se cece EB. 2.0002 — 1 
USSRARB cc ccssccccce (SF seee. 0 WW wcccee — | 
SOD snore ceveores Gby--enckss ere + 9 


* The insurance year ends on July Ist. 


In july, 1921, the fund became exhausted, and recourse 
was had to borrowing from the Consolidated Fund. At 
December 31, 1921, a deficit of £'7,600,000 was shown, 
which reached its maximum (£/17,060,000) in March, 1923. 
The subsequent decrease in unemployment, together with 
the higher contributions levied, has made possible a 
steady reduction of the adverse balance, which on June 30, 
1923, stood at £,15,000,000 (borrowed as to £ 4,830,000 
at 55 per cent., as to £10,530,000 at 5 per cent., and 
as to £240,000 at 43 per cent.), on June 30, 1924, at 
about 47,000,000, and on December 31, 1924, at about 
£:6,000,000. At the present time the total is more or less 
stationary, currert receipts and payments being approxi- 
mately in equilibrium. The Ministry of Labour recognises 
that the present high contributions constitute a burden on 
industry, and that their reduction at the earliest possible 
moment must be kept in mind. But this desirable con- 
summation must await the repayment of the present debt 
and the accumulation of a new reserve. 


Post Office and Revenue Departments.—The expendi- 
ture of the Post Office and Revenue Departments last 
year amounted together to £61,336,000, as compared 
with an estimate of £62,302,c00. For the current 
year the Post Office Estimate shows an_ increase of 
£;:1,876,000, nearly all of which is under the heading of 
wages and salaries, and that of the Inland Revenue 1s 
#,190,000 higher on the same account, while there is a 
saving of £20,000 in Customs and Excise. In the table 
below we give some comparative figures relating to the 
expenditure of the Post Office and Revenue Depart- 
ments :— 





pachaengretiiane castes ee 








Post Office. Cost of Revenue 

| —_—__—_____—_—-——|Collection (Cus- om 
| Inland | j toms, Excise, Revenue 
| Letter | Receipts. | Expenditure. | and Inland Collected. 
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Rate. | Revenue). 

£ | £ £ % 
1913-14...... ‘ld per 4oz | 30,800,000 24,607,000 4,483,000 2°75 
1919-20...... \ldd per 2.0z| 44,150,000 48,064,000 9,422,000 0-94 
1920-21......'24 ,, | 49,500,000 53,678,000 11,259,000 109 
1921-22...... 24 4 » | 56,400,000 65,977,000 14,190,009 1°68 
1922-23...... aaa » | 53,200,000 | 49,857,000 11,317,000 1°46 
1923-24...... 14d 4, 45 | 52,800,000 49,811,000 10,823,000 151 
1924-25...... lid », | 55,450,000 | Est. 51,081,000 | Est. 11,221,000 163 
1925-26. ..... - “ Est. 52,958,000 | Est. 11,391,000 | 


The fall in the ratio of the cost of collection to the amount 
of tax revenue collected, as compared with 1913-14, is, 
of course, due to the increase in the rate of taxation 
levied, and does not reflect any particular credit for 
economy on the departments. There are, it is 
true, a certain number of imposts which were not in 
force before the war, but there appears to be room for 
further economy in the cost of collection. The receipts 
of the Post Office have increased by 80 per cent. as 
compared with 1913-14, while the expenditure, taking the 
estimate for 1924-25, has increased by 107.7 per cent. 
There has been no great increase in the amount of work 
performed. According to the Postmaster-General’s 
annual report, the number of letters delivered in 1922-23 
was 3,300 millions, as compared with 3,478 millions in 
1913-14; the number of printed papers, 1,680 millions, 
against 1,379 millions ; and the number of postcards, 475 
millions, against 927 millions. The number of parcels 
was 120 millions, against 136 millions, producing over 
£6 millions, as against £2} millions. As already men- 
tioned, the bulk of the increased expenditure for 1925-26 
is on account of wages and salaries, but there is an 
increase of £632,000 in the vote for the development of 
the telephone system, which requires £4,562,000, against 
£31929,700, 
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| Budget Forecast.-—The table below compares the esti- 
mates for this year with such figures of actual expenditure 
in 1924-25 as are available, together with last year’s esti- 
mates and the actua! expenditure for 1923-24 :— 


EXPENDITURE. 
(000’s omitted.) 
























ConsoOLIDATED Funp SERVICES. 
National Debt Services, In- 

terest, &. eeeeeeoeogceeaneee 
Sinking Fund @eseeeeseeeeeee 


Land Settlement ..........-- 
_ Consolidated Fund Ser- 
CeB .. eeeeeve eeeeeeeosvneces 
Total Consolidated Fund Ser-|———_—_ 
is a nian ce 
Surpiy SERvIcEs. 

Army (including Ordnance 


Air orce @eeeveeeeseeseeeeeee 
Civil Services..cccccccccesses 
le ae nee ee 

ue Departments.... 
Post Office Services eeeeeeeveene 


Total Supply Services ...... 
Total eeeeeeveeee ee ee eens es 


It thus looks as though the increase in expenditure of £7 
millions recorded last year will be repeated in 1925-26. 
In each case, of course, £5 millions is due to the auto- 
matic increase in the Sinking Fund. 


THE NATIONAL DEBT. 


Seeing that the service of the National Debt accounts 
for nearly half the Government’s annual expenditure, 
an examination of the details is perhaps justified. There 
is, of course, a substantial difference between market 
and nominal value. At March 31, 1924, the nominal 
value of the debt, excluding certain capital liabilities 
against which there are specific assets, was £7,640 mil- 
lions. The amount of interest paid on and the market 
valuation of the various items at March 31, 1924, were 
as follows :— 


(000’s omitted.) 






Sadenant Estimate of 


ee Market 
Paid in Year Value, 


Ended 
March, 1924,|March, 1924. 





Outstanding 
terest.|March, 1924. 





% £ 

Funded Debt ........ 172,714 
Conversion et 499,675 
Terminable Annuities} .. 7,263 
War Stock eeeeeeeeee 60,237 
Ti nktksisvcdawene 12,420 
iia ie sa I 5 2,142,292 
eeeeeeeeeseeeneee 4 66,531 
National War Bonds..| .. 862,587 
Funding Loans......| 4 344,063 
Victory Bonds ......| 4 324,507 
Treasury Bonds......| .. 768 
Exchequer Bonds....| .. 151,211 
Savings Certificates ..| .. 347,832 
Other Debt ..........] «- 1,127,566 
Treasury Bills ......| .«. 582,437 
Temporary Advances.. 186,156 


The total market valuation is £7,350 millions, or £291 
millions below the nominal value, despite the fact that 5 
and 4 per cent. War Loan and the large amount of 
National War Bonds stand over par. Our figures cannot 
pretend to any great degree of accuracy. In order to 
arrive at a total, National Savings Certificates have been 
taken at 19s, and American and other foreign debt at its 
nominal value. 

During the past financial year the nominal value of the 
various items of the debt has changed considerably, owing 
to conversion operations, though the change in the total 
is small. In April last holders of 5 per cent. War Loan 
were offered conversion into new 4} per cent. Conversion 






April 1, 
1925, 
Loan at the rate of £103 of Conversion 

4100 of War Loan. This has reduced Feared nm 
cent. War Loan outstanding from £2 of 5 
42,017 millions. Again in November h 
millions of 5% per cent. Exchequer Bonds wer tt 
Conversion into either 44 per cent. Conversion ne 
4 per cent. Treasury Bonds, 1934. Some £81 = or 
were so converted, the balance being provided for ea 
issue of £60 millions 34 per cent. Conversion a .. 
tender in January. As a result there is now Coir by 
lions of 44 per cent. Conversion Loan outstandin a 
the total of 3} per cent. Conversion Loan has a 
creased by £46 millions, while the various bonds ‘tee 
been correspondingly reduced. Last week’s connie 
operation, when a millions of 34 per cent. Gesmaain 
Loan was offered for tender, to meet maturities of Nations 
War Bonds and Treasury Bonds, has not been taken 7 
account. The large table opposite shows the annual fluc. 
tuations in the nominal value of the various items of the 
National Debt since March 31, 1914, the figures bein 
taken from the annual Finance Accounts, with the ian 
tion of those in the final column, which we have co 
from the weekly statements of public 
expenditure. 


ery 
— t 
166 millions to 


Olders of £13, 
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income and 


Sinking Funds, &c.—The nominal changes conceal the rea) 
benefit which has accrued through debt repayment out of reveny 
These repayments have been made in two ways :—(a) By mean; 
of certain charges upon revenue made under definite statute. They 
include what was known before the war as the “ new sinkins 
fund ’’ of 1875, which provided a fixed sum for meeting the debt 
charge, and laid down that any balance over interes 
and the cost of management should be devoted to deb 
repayment. Thus in 1913 out of £24 millions set aside, £19 millions 
was interest and management, and £5 millions was used for repay 
ment of principal. There have since been added provisions relat. 
ing to particular securities. Thus the War Loan and Conversion 
Loan have depreciation funds, the Victory bonds and Fuadin; 
Loan are steadily redeemable by annual drawings, certain secur 
ties may be surrendered as payment for death duties, and pro 
vision made out of other revenue to meet what would otherwis 
be a deficit in the yield of the death duties, and finally, th 
American debt now carries an annual amortisation fund. 

(6) Under what is known as the “ Old Sinking Fund” any 
casual surplus is used for debt redemption. This provision covers 
the case of the !arge surpluses realised on recent budgets. 

The current situation as regards the permanent sinking funds is 
as follows :— 

Section 32 of the Finance Act, 1923, repealed the provisions con 
tained in the Sinking Fund Act, 1875, and any subsequent amend 
ing provision, and provided for a sinking fund in 1923-24 of £4 
millions; in 1924-25 of £45 millions; and in subsequent years, 
anless and until Parliament otherwise determines, £50 millions 
These sums are to be applied within nine months after the date 
of the issue thereof to the redemption of any description of debt 
charged on the consolidated fund other than advances made by the 
Bank of England or the Bank of Ireland, or loans raised to meet 
ways and means. i 

War Loan Depreciation Fund.—Section 32 of the Finance Act, 
1917, provides that there be paid to the fund in respect of each 
month under the direction of the Treasury a sum equal to om 
eighth of 1 per cent. of the total nominal value of the stock and 
bonds of the 4 and 5 per cent. War Loans. The moneys standing 
to the credit of the fund shall be applied by the National Debt 
Commissioners in the purchase of the stock or bonds whenever the 
market price is below the respective issue prices, viz., £100 and £95. 
Any sums standing to the credit of the fund, and not nae 
the immediate purchase of the stock or bonds may be inves ~ 
by the Commissioners in Treasury bills or in advances to the 
Treasury. 4 

In the case of the Four per Cent. Funding Loan and Four per 
Cent. Victory bonds, a sum is set aside half-yearly equal a 
per cent. on the nominal amount originally created, to be ee 
after payment of interest, in the case of Funding Loan to pur : 
for cancellation if at or under par, and in the case of ates 
Bonds for annual drawings at par (including bonds surren rm 
for death duties). Up to March 31, 1923, £11.4 millions of _ t 
loan and £7.6 millions of Victory Bonds had been redeem sie 

A half-yearly sinking fund of 1 per cent. of the amount Tos : 
loan outstanding is attached to the 34 per cent. C re fall 
provided the average daily price of the stock during - feat 
year has been below go. It is to be applied in purchase of the loa" 
in the market for cancellation. 


The greater part of debt redemption has, however, ~ 
achieved by reducing the floating debt. The — 
table shows the annual fluctuations in the floating 
since 1913-14, Ways and Means advances ee - 
sub-divided into those from the Bank of Englan oe 
from public departments since 1920 only. At the aes 
each financial year it will be observed there have id 
no advances from the Bank of England, but in “ oe 
vening periods this item has shown considerable © ae 
tion. At December 31, 1923 and 1924, the amoun s 
41,750,000 and £24,750,000 respectively :— 











— a es wae Fs = 


Fioatine Dest.—(000’s omitted.) 


Treasury 











March 31 Ways and Means Advances. Bills. Total. 

——— a ane 
‘a 13, 500 : 

14...e0eeer ni , 14,500 
i eoseeere nil 77,200 77,200 
1916....se00e% 19,900 566,800 700 
1917. ..eeeeeee 217,500 463,700 | 681,200 
1918....++0008 192,300 973,400 | 1,165,700 
1919....++2008 455,000 957,200 | 1,412,200 

By Bank of By Public 
— a sageron 

1920....++000% nil 204,887 1,107,318 | 1,312,205 
1) nil 154,489 1,120,841 | 1,275,330 
1922....0000- nil 147,301 882,214 | 1,029,515 
1923...seeeeee nil 193,897 616,045 | 809,912 
1) nil 186,155 588,320 | 774,475 
1925. .eeeereee nil 166,585 575,610 | 742,195 


arn 10S So OT caisbadhapemiidbteonniapehihaieipnadipatitaebaciibelidaueerenatddicbltimandonberads 
The following table shows the maturities of the 


National Debt year by year as given in the Budget White 
Paper last year. The maturities in 1924-25 have 
already been dealt with :— 


Tasre IV. 
Debt Maturing Year by Year feqgoneimate Totals). 

N.B.—The Amounts shown for National War Bonds are the Nominal totals, and 
do not include premiums. National oe Certificates are shown at issue price, 
exclusive of accrued interest. External debt is shown at of exchange. 
Loans marked * are being repaid by specific statutory Sinking Funds. 


{ 
Year. Security. 


—_—_—— 


1924-25 5% National War Bonds, Oct. 1, 
WT consadasddamaanhianenses 15,106,000 
Exchequer Bonds, Feb. 1, 1925) 134,617,000 
1925-26 National War Bonds, April 1, 
925 7,867,000 


23,647, 
War nds, Sept. 1, - 


nel War Bonds, Bork i 0 a 
1926-27 oe eres er lig isso oe 
) 


Internal, External. Total. 


& £ & 





1 
 Snaneey Bonds, May 1, 1925 . 
5% Nation 


ntral Argentine Railway Co., 


Cee reeenrseeeseeseses 


346,071,000 
500,876,000 






Straits Settlements Dollar oe 504,217,000 
TO 565s KERN ie se cnbebaeccs pie 3,341,000 
1929-30 (54% ee See and 3% Ex- 
chequer UN eid iede chen sees s 46,278,000 bs 
%, 10-year 200 “ 13,089,000 | ~ 5,662,000 
0.8 BoTrene —ae Dollar Loan 134 + 4,315,000 
sury Bonds .............. 741,000 % 134,741 
1932-33 Treasury Bonds ..........0... 121, 121'266,000 
1933-4 Treasury Bonds................ 
Straits Settlements Sterling : 38,353,000 
1936-37 |54% 20-year Bonds, $143,587.000...|  °.. 0. , 
1940-41 Anglo French Loan 44% Bonds— mrcape of Mere ame 
ws3 ag Wat Loan, 1968-68 000000500] op 5 | es. era00 
ar + 1925-45 ........00.. 1 1 
197-48 [5% War Loan, 1! as _ se apehaveing 2,100286,000 2,100, 286,000 
oeverradedssetua 351,899,009 
Funding Pek etna kee kava | 397,761,000 397,761,000 
% Conversion Loan*............ 1,000 
nded — Cone AC.) ccsees ee wae 
_ ere ees+-| 13,451,000 1,000 
Treasu Ay vved othe. ew edVeowewserss : 3 
s and Means Advances........ 186,156,000 186,156,000 
tlonal Savings Certificates...... 366,000,000 $a ee 
as mm Allied Govern- 1 
Mee. ebbnes: senensenesiecuces 32,000, 32,000, 
8.4. Government Loan —* : sai sa 
$4,577,009,000 ......cccssccceces 940,479,000 | 940,479,000 


6,554,671,000 | 1.125,813,000 | 7,680,484,000 





1915. | 1916. 





Funded I aint dle ote 5 i , 5833 | 3185 
Terminable Annuities .... ; 
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Nommat Vatu of Nationat Dest (Million £'s) on Magce# 51. 


| | 


% Conversion Loan .. 
% Conversion Loan ....... 
% War Stock @eeeeeeae eeeen 
% War Stock @eeeeeee 
4 and 5% War Stock .... 


National War Bonds .. 


4% Funding Loan . 


War Secon eeeeee sees 
* tif 

Other Debt= Nae cen 
American Loan (An 4 
Treasury Bills sss. 0s 
‘mporary Advances ..... 





28-0 26:2 


3491 | 628 


Foreign Debt.—The detailed items of external debt as 
given in the Finance Accounts are as follows :— 


British Desr PayaBLe ABROAD, Marcu 31, 1924. 


United States of America—| £ 
Government Loans ....'$4,577 millions at $4-863 = £1) 940,479,452 
54% Ten-Yr. Bonds, 1929 $63,698,200 “ ‘ 13,088,671 
54% Twenty-Yr. Bonds, 

Es Usnaswatcsanes | $143,587,000 " » 29,504,178 
6% Central Argentine 
Railway Co.,1927....| $15,000,000 + si 3,082,192 

Straits Settlements— | 
53% Loan, 1928 ...... 3,341,000 
5% Loan, 1929 eeceness, £ 4,315,000 

Loans from Allied Govern-_| es ee ne ieee 

MeNtsS ....ceccoecs e ‘| (Italy Soe oe 18,500 
132,000,000 
} en ee 
1,125,810,493 





Since March of last year, a further $23 millions has been 
repaid to America on account of principal, reducing the 
total to $4,554 millions. The total annual payments to be 
made to the United States on account of interest and 
instalments of principal do not vary very much from year 
to year, but there will be an increase of over $22 millions 
in 1933, when the rate of interest rises from the present 
3. per cent. to 34 per cent. The figures at ten-year 
intervals are as follows :— 














223 2S 3 2 
ggace ze 3 3 
Sakcsk S58 
<9 ga - Total P 
Date. Principal. sees Qe Saas Annual | $ 
© Zi & 243. Payments. | * 
Bg aE we 3 Sa38 
esse 8e aa 3 
SS ec8sm oa < bi 
$ % $ $ 
000,000 | 136,620.00 000,000 3 
— 1933.7, ¢’src,a00 noo 151,900,000 $2000.00 183,900,000 | 11 
»,  1943....| 3,975,000,000 | 139,125,000 42,000,600 | 181,125,000 | 21 
: 1955... 3,477,000,000 121,695,000 60,000,000 181,695,000 3 
* 1918... 150/000 000 12,250,000 175,000,000 | 187,250,900 | 61 
”  4984...:| 175,000,000 6,125,000 175,000,000 | 181,125,000 
6,230,655,000 | 4,564,000,000 | 10,784,655,000 


The total amount payable, including amounts paid in 1923 
and 1924, is $11,105,965,000, of which $6,505,965,000 
is on account of interest, and $4,600 millions on account 
of principal. 

Under the terms of settlement with the United States 
Government at the beginning of 1923, the British Govern- 
ment were granted certain options. These are as follows :— 
(1) The British Government may tender in payment either 
of principal or interest any United States Government 
bonds issued since the United States entered the war. 
(2) On giving go days’ notice the British Government may 
repay extra amounts in excess of the scheduled sums. 
(3) Sinking fund payments need not necessarily be made 
at the regular half-yearly dates, but may be made 
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triennially if desired. (4) For the first five years half of 


the annual interest may, if desired, be funded and added 
to the principal. 


Government Loans.—The amount of our loans to 
Dominions and Allies remaining unpaid at March 31, 1924, 
are set out below :— 


Loans to Dominions and ALLIrs. 
(Remaining unrepaid on March 31, 1924.) 








Dominions and Loans for Relief— | £ 
Colonies— £ Austria ..........| 10,794,051 
Australia ......... 89,270,922; Roumania........ 2,195,822 
New Zealand .... 29,188,938! Serb. Croat-Slovene 2,251,637 
South Africa......, 11,884,000 Kingdom ...... 4,394,251 
Newfoundland... ..| 400,000} Poland .......... 473,597 
Trinidad ........) 469,626; Czecho-Slovakia .. 251,000 
Jamaica.........., 66,055; Esthonia ........ 16,812 
isdacsdacsniese 210,125; Lithuania........ aan 
| 131,489,666 as ceeesved 
————————— 20,598,041 
| Loans for Recon-|—————-—— 
Allied Governments— struction— 
France ..........| 623,278,934) Belgium ........ 9,000,000 
Russia ..........| 722,545,712 
Italy ............| 553,300,000 9,000,000 
Serb-Croat-Slevene 
m......| 28,481,182 
Poland .......... 95,083 ‘Other Loans 
Roumania ......| 24,778,000 (Stores, &c.)— 
Portugal ........| 21,544,300' Armenia ........ 864,823 
Greece eereeerees 23,354,507 aan riee eae co cw ee 
Belgian Congo.... 3,550,300 864,828 


'2,000,928,018' Grand total ....| 2,162,880,553 


In answer to a question in the House of Commons, on 
February 26th, the Chancellor of the Exchequer gave 
figures of Inter-Allied Debts as on January rst last, which 
made a total of £2,092 millions, excluding loans to 
Dominions and Colonies, which compares with £2,031 
millions at March 31, 1924. War Loans to Allies, on 
January ist, totalled £1,312 millions, excluding £750 
millions under the head of Russia. 


FUTURE PROSPECTS. 


The outstanding feature of the preceding analysis is the 
fuct that the estimates of expenditure have ceased falling. 
Does this mean that we have reached the normal level of 
post-war expenditure? The answer to this question is 
very important, for on it turns very largely the extent to 
which tax reductions may be expected in the next few 
years. In this connection it is to be noted that in the 
present estimates the reduction of £16 millions for the 
Civil Services is brought about not by any fall in the cost 
of governing the country, but by a drop in a number of 
special items, the chief being the automatic fall of pen- 
sions, a lower charge in respect of compensation in Ire- 
land, and a reduction in the vote for unemployment relief 
work. The figures for the central departments, police, 
the foreign consular services, and Government buildings 
show no appreciable reduction at all. In view of this 
stationary condition of the estimates, what are the pros- 
pects of a substantial fall in the Budget total during, say, 
the next 10 years? The problem may be considered under 
the following heads :— 

(1) Interest and repayment of debt. 

(2) Automatic reductions through the liquidation of the 
war, 

(3) Defence. 

(4) The cost of governing the country. 

(5) Social services. 

(6) New forms of expenditure. 

Taking these items in order, the following are the 
relevant considerations. 


(1) The National Debt.—The operation of a £50 mil- 
lion Sinking Fund should be to reduce interest payments 
by some es millions a year. But against this saving we 
must set the fact that our debt payment to America 
increases by £5 millions in 1933, when the rate of interest 
rises from 3 per cent. to 34 per cent. Moreover, the 
future of internal interest payments depends on the oppor- 
tunities of converting the debt to a lower interest rate. If 
the Treasury always borrows over very short periods when 
the. rate of interest is high, and floats long-term debt when 
it is low, they will steadily whittle down the total interest 
charge to be paid by the nation. In the immediate future 


it is doubtful if interest rates will be low, but in a per 

of 10 years it is probable that some Opportunities a 
for making favourable debt conversions. We ry 
however, count very much on this, and the net result oj 
the working of the sinking fund, and the Process of oi 
version on the one hand and the increased Payments . 
America on the other, will hardly do more than reduce 


the debt charge by some £20 millions in the next yo years 


(2) Automatic Reductions.—It is not easy to forecas; 
future pension charges, but there is no reason to doyh; 
that they will continue to fall at something like £,) 
millions a year, or, say, £25 millions in 10 years, ‘\. 
may also assume that the abnormal unemployment 


L i arising 
out of the war will gradually disappear, and that speci 
charges for encouraging emigration, our remaining 


commitments in Ireland and our heavy expenditure in the 
‘Middle East will be cleared from the account. These item: 
will save, perhaps, another £20 millions. Groups (1) and 
(2), therefore, may account for a saving of £65 million: 
in the expenditure. 


(3) Armaments.—Before the war the competitio: 
in armaments, which absorbed the wealth and energy o| 
Germany, France, Great Britain, and Russia, led thes: 
countries to a level of armament expenditure a long wa 
ahead of that of other countries of the world. The remoya’ 
of the German menace to British sea-power, and the 
naval understanding with America—on which we are not 
in the least likely to go back—the development of the 
League of Nations and of various security agreements, 
together with the impoverishment of the nations of 
Europe, make it necessary, as well as practicable, that 
the level of armaments of all nations should be lower than 
that of 1914. Even those who doubt whether we can 
count upon permanent peace must realise that there ar 
seasons when the restoration of a country’s _financia| 
resources is more important than maintaining weapons o} 
warfare. Moreover, at a time when the fighting services 
are expanding there is always a tendency to forget the 
need of economy, and there is little doubt that in the years 
immediately preceding the war a campaign of ruthless 
cconomy would have secured us equal service for less 
money. The standard of expenditure on the fighting 
forces before the war must on all grounds be regarded as 
an unduly high one for judging present needs. a 

There is no automatic standard of reasonableness in this 
connection ; but we may find comparatively firm ground |! 
we regard our expenditure on defence as ai insurance - 
mium incurred to enable us to live our lives in peace anc 
consider what rate of premium we have paid for = 
privilege in the past. During the last quarter of the roth 
century we were in no imminent danger of war. It's 
estimated that in 1875 our national income was £1,200 
millions. Our defence expenditure was £25 millions— 
a premium of 2 per cent. In 1891 our national income 
was £1,600 millions, and our defence expenditure £33 
millions—again a premium of 2 per cent. In 1913 ou 
national income had grown to £2,250 millions; but 
defence expenditure was £78 millions. The po 
jumped to 34 per cent. To-day it 1s still 3 aS : 
though we see no reason for regarding this aan 
greater peril than in the last quarter of the X12 a 
tury. If we leave aside the influence of the nae © 
Nations, and merely aim at getting back to the 2 per : 
premium of 4o years ago, we should cut defence oe 
ture to £80 millions, t.e., about the same figure a: 
of 1913. , Hegde 

This would mean a_ definite managers al 

scale of the fighting Services, which can only ae ie 
when the nation generally is ready o ee 
ideas created in-the atmosphere of the ten, peas 2 ae 
the war. But a new sense of proportion 15 — salking 
are to achieve disarmament instead of mere’y 
about it. 


. J vances 
(4) Cost of Government.—After making en 
for special expenditure, the cost of running -adivial $'° 
maintaining its diplomatic relations, and <* ne salaries 
tem is about double the pre-war figure. > in she cot 
and other costs have not risen in this proper tion, ae 
clusion seems evidert that we are more eee reason, 
before the war. For this there seems no ae during 
but it is probably a natural consequence of the 


in the 


a_i 


a lia aaa Se eo ee “ 


April th 


1925, 


which 
put th 
shoulc 
the se! 
be sai 


social 
head i 
of 20 
saving 
but di 
and f 
have | 
world 
than 

both 

parisc 
new 

of ed 
child 

nical. 
stand: 
Amer 
thous 
of gi 
merel 
cation 
prise, 
numb 
Amer 
tura! 
other 
mark 


we CZ 
far b 
Sin 
a rec 
of th 
result 
Last 
dustr 
throu 
peop 
ness, 
office 
altog 
tion 
suffer 
dustr 
SURE 
ina 
ten 
trava 
econe 
preve 
Sit 
vices 
of th 
Old. 
tion 
doub 
have 
effec 
of tl 
wher 
Strai 
whic 
This 
incre 
dan 
If 
tive 
it is 














































and 
and 
isa 


far ¢ 
subs 
simp 








—— ow 


——- 2 PF 


— es — 
i we oe a oe 






April tte 


THE ECONOMIST BUDGET SUPPLEMENT. ii 


ee a ee 


which the Civil Services enlarged, not only their functions, 
but their idea of the scale on which Government offices 
should be run. We are not satisfied that the pruning of 
the services has yct reached its limit, and something should 
be saved here. 

(5) Social Services.—There remains the question of the 
social services. Much the most :mportant item under this 
head is education, the expenditure upon which for a period 
of 20 years has enormously increased. No doubt some 
caving is possible in particular items of expenditure ; 
put drastic reduction would only be possible by reduced 
and more ‘‘ select ’’ education. In this connection we 
nave to face the fact that in the newer countries of the 
world the standard of education is tending to rise rather 
than to fall, and that we have to measure ourselves 
both in actual economic competition and in com- 
parison of standards of national welfare, against 
new nations which are greatly enlarging the scope 
of education. This is true not merely in regard to 
child education, but even more in connection with tech- 
nical and university training. In America the university 
standard is probably not so high as our own; but young 
America is being given university training in its tens of 
thousands, and the next decade will show what the effect 
of giving a substantial proportion of the country not 
merely a higher school education, but some university edu- 
cation, will be upon efficiency, mobility, adaptability, enter- 
prise, and character. For example, the training of large 
numbers of farmers’ sons in the agricultural States of 
America, not merely in general subjects, but in agricul- 
tura! economics, in the science of seed selection, and many 
other aspects of modern agriculture, may have a very 
marked effect upon the productivity of the agricultural 
community. In considering our education expenditure, 
we cannot leave out of account the danger of being left 
far behind in the progress of civilisation. 

Similar considerations apply in regard to health. In 
a recent article in the Economist some figures were given 
of the economic losses through ill-health and from the 
results of early neglect and of unsuitable surroundings. 
Last vear 14 million working weeks were lost through in- 
dustrial disputes ; 20 million working weeks were lost 
through sickness and disability among insured work- 
people (leaving out of account the first three days of ill- 
ness, in respect of which no benefit is payable). The chief 
officer of the Ministry of Health reports that this is not 
altogether the effect of industrial employment, for inspec- 
tion shows that 4o per cent. of the children in school 
suffer from some physical defect, and that, therefore, in- 
dustry does not get a fit personnel to start with. He 
suggests that 35 to 40 per cent. actually come to school 
ina defective condition, although eight or nine out of 
ten are born healthy. This is not an argument for ex- 
travagance, but it is a plea on the grounds of national 
economy for enterprise and thoroughness in the field of 
Preventive hygiene. 

Similar problems arise in respect of all our social ser- 
re ae of them represent a definite payment out 
Old : on the most notable example being that of 
ri - ensions. These payments are not a net addi- 
cates . taxation of the country, for they have un- 
— ae ee the charge which would otherwise 
dct esta ~ ns sess in a form of poor relief. _ The 
3 ang ppiness, welfare, and standard of living 
ace ge-earning class cannot be questioned, But 
anne to balance these social services against the 
amo nancial situation of the country, the dilemma 
This ty ey erent suggests certain definite conclusions. 
ice te = expenditure, when once started, tends to 
mage erent expectation, and there is always the 

“0 o = arging it for the purpose of buying votes. 
ec sae watched, it is almost certainly remunera- 
tis S ellect upon the efficiency of the population. If 

not most carefully scrutinised it may have the 
aa — of demoralising and checking enterprise 
preter oes ne the will to work. In view of this danger 
ihe other vital consideration that our tax burden 

2 in Competition with other nations, it should 
va ad principle that social expenditure should, as 
wel! sible, take the form of regulation rather than of 
dena ae out of the taxpayer’s pocket. To take a 

pie illustration, it is better to apply the principle of a 






minimum wage in sweated trades by means of 
Trade Board regulations than by supplementing wages or 
by subsidising industries in any other way. Similarly, it 
is far better that the State should aim at making the 
wage level sufficient to enable the worker to pay an 
economic price for his house rather than that the tax- 
payer should indefinitely pay part of the cost of housing 
as a free service. Again, the State is interested to see 
that the consumer gets the necessaries of life at the lowest 
price economically possible. For this purpose, it may be 
necessary to check by regulation any monopolies which 
are found to be exploiting the public. The State would 
be following a mistaken policy ii it attempted to subsidise 
food prices. In other words, the object of social reform 
is to place the citizen in a position to earn the best possible 
living which the economic conditions of the time permit. 
Ie is not the function of the State to get that living for 
im. 

Even if, however, we limit social reform to regulative 
action, and if all new forms of social insurance are on a 
contributory basis, we must expect a substantial increase 
in social expenditure under at least three heads—(1) Larger 
sums for Old Age Pensions owing to increased longevity ; 
(2) the increase in the housing subsidy in respect of houses 
being built or to be built in the next few years; (3) in- 
creased secondary and technical education. 


(6) Other Charges.—One of the most serious of our 
fiscal handicaps is the burden of local rates. In so far as 
these fall on business premises they are a heavy addition 
to the cost of production, while the charge on houses is 
one of the factors that makes it impossible to let working- 
class dwellings at an economic rent. One of the changes 
of the next decade must be to broaden the tax basis on 
which the revenues of local authorities are raised, and in 
this country this means that an increasing proportion 
must be raised by the revenue machinery of the central 
Government. In other words, they will become an in- 
creasing charge on the Budget. 

The present Budget expenditure (excluding the Post 
Office) amounts to £750 millions. Even if there is no in- 
crease in social services, the utmost that could be hoped 
for ten years hence is a Budget of say £640 millions of 
expenditure, and this could only be obtained by a drastic 
reduction of expenditure on defence. 


Revenue.—On the other hand, if taxation remains as at 


present, if the price level remains steady, and if 
the national income increases’ by 10 per cent., 
the revenue ten years hence, after allowing for 


losses of temporary war and other receipts, would 
kmount to about £780 millions (of which £760 
would be tax revenue). In other words, with the 
utmost economy, there may be something like £140 
millions available for tax reduction or for new forms 
of expenditure during the next decade. This would make 
possible 1s 6d off the income-tax, corresponding reduc- 
tion of some indirect taxes, and the lightening of the 
burden of rates by a larger contribution from the cen- 
tral exchequer. Put in broad general terms, the 
figures mean that with the national income at £4,500 
millions, a Budget of £650 millions would represent 
something like 14 per cent. of taxation, which compares 
with 7} per cent. before the war and 174 per cent. at the 
present time. To achieve this would be a very real 
assault upon the burden we are now carrying. The pro- 
cess of whittling down the national debt would be in full 
swing, the burden of taxation reduced to less than two- 
thirds of what it was at its highest point (1921), and a 
reasonable prospect that the social services of the country 
could be adequately developed to meet current needs. 


SOME INTERNATIONAL COMPARISONS. 


A survey of the most recent Budget figures of the British 
Dominions and foreign Governments suggests that a de- 
termined effort is being made, with some degree of suc- 
cess, to bring expenditure into line with income, and that, 
consequently, a condition of budgetary equilibrium is be- 
coming less exceptional than was the case a year or two 
ago among the countries whose finances were unfavour- 
ably affected by the war. We show in the table which 
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follows the latest available estimates in the case of 22 
countries, of which 13 would appear to have completely 
balanced their Budget, or to be within a short distance 
of realising this ideal, while none of the remaining g fails 
to show a certain amount of progress or to fall very far 
short of attaining a balanced: Budget. The figures are, 
of course, approximate, and being usually Budget esti- 
mates, may in some cases be framed on cptimistic lines. 
Methods of compilation, again, vary considerably as be- 
tween the different States, as regards such matters, for 
instance, as the treatment of capital items, but this should 


not upset the broad conclusions to be drawn from the 
table :— 








ndi . 

Reve spondin 

venue ae to Expen- | Previous 
: ‘| diture. 


} 
| Total | Total | Percentage 








a | 
| Ss 
Country. | FE 
ie 





Year. 

U.S. of America ....; 1925 /|Million $ 102 114 
Canada (a).......... 108 
Australia (a)........ 1923-24 |Million £ 102 101 
New Zealand ...... 1924-25 101 107 
IE once és ta'acs 1924-25 |L.ot R 100 102 
South Africa........ 1924-25 |Million 100 97 
France .../..:... 1925 (Million 101 77 
Germany .......... 1925 99 92 
3 ee shine de = eee — = - 
Roumania.......... 102 108 
Denmark .......... 1925-26 102 89 
Poland. ........... 1925 100 88 
Belgium ..... ieaene 1924 80 71 

«seeees. | 1924-25 |Min. France 397; Hil 90 83 
Italy ib) ........... 1924-25 |Million Lire} 16,752 | 18,724 89 83 
Spain Seauaegimeeess 1924-25 |Min Pesetar; 2,778 2,942 94 86 
Austria ............ 1925 (Min.Gid. Kr §041 544 93 89 
Czecho-Slovakia....| 1925 (Million Kr | 15,702 | 17,293 91 85 
Greece.............. 1924-25 ‘Min. Drach.| 3,959 4475 a8 60 
Japan ..............| 1925 |Million Yen} 1,445 1,573 92 91 
WEG scvechescucesed 1924-25 |Min. Ti 84-0) 93:1 90 89 








(a) Realised figures. (b) ‘‘ Effective ’’ Budget. 


As regards individual items, the effort to balance the 
French Budget has been dealt with in a_ special 
Supplement to the Economist of January 31, 1925. 
The 1925 Budget has not up to the present had 
a conspicuously smooth passage through the Legislature. 
The figures quoted above are those voted by the Senate 
Finance Commission, which are somewhat less, both on 
the revenue and expenditure side, than those originally 
put forward, and show a surplus of 478 million francs, in 
place of the 43 million franes originally contemplated. 
The Canadian figures are deceptive, since they do not 
include on the expenditure side sums amounting to 
$72,500,000 advanced by way of endorsement to the 
nationai railway system, the burden of which, in view of 
the present state of railway finance in Canada, may con- 
ceivably fall on the taxpayer for some time to come. Pre- 
luminary data for 1924-25 show a considerzble falling off 
in revenue, but as complete information is not available 
on the expenditure side, the year’s results cannot be accu- 
rately assessed as yet. The Australian figures include the 
returns of the Commonwealth and State Governments, 
with due allowance for overlappirg. 

The United States achieved a considerable Budget sur- 
plus in 1924, and is one of the few fortunate countries 
which are in a position substantially to iighten the tax- 
payer's burden this year. .Following the stabilisation of 
the national currency, Poland has succeeded in reducing 
her budgetary deficit to very small dimensions, and M. 
Grabski’s 1925 estimates actually show a small surplus, 
though his figures conceivably err on the side of optimism. 
In the case of Germany, we have taken the estimates 
published by the Government last autumn, which, how- 
ever, are stated to be subject to very considerable modi- 
fication this year They do not include the so-called 
“War Burdens Budget’’ figures. Austria, it will be 
seen, has not yet attained budgetary equilibrium, and the 
22nd Report of the League of Nation’s Commissioner- 
General, from which our figures are extracted, shows that 


she remains somewhat “ behind time ’’ on her programme 
of budgetary reforms. 
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A SHORT LIST OF REPERENOES 
OFFICIAL PUBLICATIONS. 
ESTIMATES :— 
** Estimates for Civil Services for the Year endin 
(Published, or to be published, in the ‘nee ca 
volumés, at various prices. Class I., Public Works « % ae 
ings; Class I1., Salaries and Expenses of Civil ai 


Class III., Law and Justice; Class IV., Education tam 
and Art; Class V., Foreign and Colonial Services: Ch lence, 
Pensions and Miscellaneous; Class VII., Health ‘Likeat , 
Insurance; Unclassified Services; Index.) : vo and 
‘Estimates for Revenue Departments, for the Vear ending Mars 
31, 1926.”’ 2s. 5 March 
‘Civil Services and Revenue Departments, 
account.)”” H.C, 36, 1925. ad. 
** Navy Estimates for the Year 1925-26,” H.C. 40. 98. 
** Statement of the First Lord of the Admiralty.” Cmd. 2 
‘‘ Army Estimates of Effective and Non-Eftective Se 
year 1925-26.” H.C. 41. 5s 6d. 
‘“‘Memorandum relating to the Army Estimates, 1925-26." Cy; 
2359. 3d. 
*‘ Air Estimates for the Year 1925-26.’’ H.C. as. 25 6d. 
‘“‘Memorandum by the Secretary of State for Air to accompany tie 
Air Estimates for 1925-26..’ Cmd. 2348. ad. ‘ 


1925-26. (Vote on 


36 a 
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APPROPRIATION ACCOUNTS :— 


** Civil Services Appropriation Accounts, 1923-24.” H.C, 15. 105 

‘** Revenue Departments—Appropriation Accounts, 1923-24.” gd. 

‘* Navy Appropriation Account, 1923-24.” H.C. 43. 3s. 

‘‘ Army Accounts, ne H.C. 39. 1924. 6s. (Accounts fo; 
1923-24, not yet published.) 

‘Air Services Appropriation Account, 1922-23.” H.C. 38. 192; 
2s. (Accounts for 1923-24 not yet published.) 


‘* Post Office Commercial Accounts, 1923-24." HL.C. 5. gd. 


MISCELLANEOUS :— 


** Finance Accounts of the United Kingdom for the Financial Ye:; 
1923-24.’ H.C. 103. 2s. 

“‘ Sixty-Sixth Report of the Commissioners of His Majesty's 
Inland Revenue for the year ended March 31, 1923.” Cmé. 
1934-38. 

** Report of the Royal Commission on the Income-tax (1920).” 

“* Fourteenth Report of the Commissioners of His Majesty's 
Customs and Excise, for the year ended March 31, 1923.” 
Cmd. 1933. 45. 

‘** National Debt. Return showing the Aggregate Gross Liabilitie: 
of the State, and the Gross and Net Expenditure charged 
annually against the Public Revenue (1913-14 to  1923-24).” 
Cmd, 2195. 9d. 

‘** National Debt Return, showing Dead Weight Debt, Other Capital 
Liabilities, and Aggregate Gross Liabilities of the State.” 
H.C. 140. 34. 

‘‘ Treasury Chest Fund, 1923-24.’ H.C. 27. 2d. 

** Sinking Funds—Account showing Amounts Applied in the year 
ended March 31, 1924, in respect of the Old Sinking Fund ané 
the New Sinking Fund.” H.C. 97. 2d. 

‘* Financial Statement, 1924-25. Copy of Statement of Revenue and 
Expenditure as laid before the House by the Chancellor of the 
Exchequer when opening the Budget.” 3d. 

‘* American Debt—Arrangements for the Funding of the Britis 
Debt to the United States of America.’”? Cmd. 1912 of 1923. 34 

‘‘ Consolidated Fund—Abstract Account of fhe United Kingdom 
for the Financial Year ended March 31, 1924.’’ H.C. 31. 34 

(All the above may be obtained from H.M. Stationery Office, 

Adastra! House, Kingway, W.C., 2.) 


SOME RECENT GENERAL WORKS ON PUBLIC FINANCE. 


The following is a short list of books which have appeared since 
the war on Pubiic Finance :— 7 
“The System of National Finance.’’ By E. Hilton Young. 2° 

Fdition. (London) John Murray. saa oie 
“English Public Finance from the Revolution of 1688." 5) 
Harvey E. Fisk. (London) Pitman and Sons. . 
‘‘ British Incomes and Property.’’ By J. C. Stamp. (Londo 
P. S. King and Son, ‘ The Fundamental Principles of Tax 
tion,” and ‘‘ Wealth and Taxable Capacity.” By the sam 
author. " C 
‘The Exchequer and the Control of Expenditure.” By R. © 
Hawtrey. Oxford University Press. ad 
Public Finance.” By Hugh Dalton. George Routledge @ 
Sons. hee 
“The Science of Public Finance.” By G. Findlay gop 
formerly Professor of Economics, Dacca College ; mene * 
Bombay Legislative Council. (London) Macmifian sf Td 

‘Public Finance.” By Harvey Leist Lutz, Ph.D., Pro Set 
Economics in Leland Stanford, Jr., University. (Ne 
and London.) D. Appleton and Co. Dept. of 

“Problems of Public Finance.” By Jens P. Jensen, Deft © 
Economics, eh J of Kansas. (London, Calcutta, syene 
G. G. Harrap and Co. ‘ 

‘** Financial Reform.” By Henry Higgs, C.B. (London) Macmillan 
and Co. 
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